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ABSTRACT 

The quality of postsecondary education institutions 
should be enhanced by more effective procedures for evaluating and 
reporting to the public on the achievement of the stated goals and 
objectives of each institution. This paper considers the use of an 
educational audit as a means of meeting this need. An educational 
audit is defined as an evaluation of educational institutions, 
including an assessment of programs, goals, and financial 
accountability. The authors point out that the relationship and 
educational auditing and accreditation will reguire the development 
of appropriate standards* They draw an analogy between auditing 
principles used by accounting firms to confirm the financial 
integrity of businesses or corporations and the procedures higher 
education institutions use to evaluate their effectiveness. For 
example, if data are relevant, verifiable, free from bias, and 
quantifiable, the standards for accounting information and the 
auditing of a higher education institution would be satisfied. The 
authors believe it is necessary for colleges and universities to be 
as rigorous as possible in their institutional auditing so that the 
integrity of the educational enterprise will not be thrown into 
question and become subject to outside sanctions or controls. 
(HJH) 
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Foreword 



The quality of postsecontlary educ.ition institutions would be en- 
hanced by more effective procedures for evaluating and reporting to 
the public on the achie^vement of the statC(J goals and objectives of 
each institution. This paper considers the use of an educational 
audit as a means of meeting this need. An educational audit is 
defined as an evaluation of educational institutions, including an 
assessment of programs and goals and fina!icial accountability. The 
authors point out that the relationship between educational auditing 
and accreditation will require the development of appropriate 
standards. They draw an analogy between auditing prjnciple.s used 
by accounting fimis to confirm the financial integrity of businssses 
or corporations and the procedures higlier education institutions use 
to evaluate their effectiveness. For example, if data are relevant, 
verifiable, free from bias, and (juantifiable. the standards for account- 
ing information and the auditing of a higher .itucation institution 
would be satisfied. The authors believe it is necessary for tolleges 
antl universities to be as rigorous as possible in their institutional 
"auditing" so tliat the integrity of the educational enterprise will not 
be thrown in»o question and become subject to outside sanctions or 
controls. Fred Harcleroad is director, Center for the Study of Higher 
Education at the University of Arizona, and Frank G. Dickey is 
chancellor of the University of North Carolina at Charlotte. 

Peter P. Muirhead, Director 
ERIC/Higher Education 
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Preface 



A need exists for an organized method of reporting to tlie con- 
stftuents of postsetondary education iv the United Slates on the 
effectiveness and educational quality oi each postsecondary educational 
institution. Voluntary accreditation by nonprofit public associations 
has become nationwide during the post-World War II period. Kval na- 
tion of outcomes and organized methods of reporting instittitional 
evaluations are needed. Educational evaluative audits are one po- 
tentially useful method of providing f( r this need. 

The exi>erience of tlie accounting profession in improving corporate 
accountability reporting in tlie past sixty years provides some im- 
IK)rtant precedents that may be helpful. Professional accounting be- 
gan to develop reporting systems in the early decades of the twentieth 
century: however, they were not completely satisfactory. After the 
stock market crash in 1929 the federal government established the 
Securities ind Kxchange Commission in 19.^4 with the powers neces- 
sary to provide more adetiuate accountability reporting systems. The 
language of this adion is (juite comparable to the Education Amend- 
ments of 1972, Section 1200. which were passed following the 1908-72 
"crash** in public (onfidence regarding higher education. Fortunately 
since 19:H tlie accounting and management professions have provided 
generally accepted principles and procedures that have served as the 
basis for accountability reporting. Also, outside agencies have been 
established to evaluate corporate organizations and certify the out- 
comes of these organizations' yearly efforts througli organized public 
reporting Nysiems. 

Voluntary attreditation has developed in somewhat comparable 
ways to certify publicly our po.tsecondary educational uistitutions. 
Currently, there is great concern about federal supervision of in- 
stitiuional accreditation using governmenially determined standards. 
A system of nonprofit voluntary agencies operating in the public 
inteie-st is critically important at this time. These agencies mu.st con- 
tinue to develop "generally accepted educational stan<lards' and 
metliods of pul)licly reporting them to constituents, both individuals 
as well as oth<-r agencies. .A number of options exist for evaluating 
institutions on the basis of ••generally accepted educatitmal stand- 
ards." These optitms vai> from the use of exi.sting actrediting com- 
missirms atul their appointed visiting ccmmiittces to the use of certi- 
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[ltd outside examining ageniies. which would be analogous to the use 
business organi/alions make ol* larg<» atcouiuing firms that certify 
the outcomes of their enterprise. ^Uurently, some of the*.e accounting 
firms pt!rform evaluative studies in adniiniNtrativc areiis of state sys- 
tems or of individual institutions, and boards of some state systems are 
accepting evaluations from such firms. Clearly, these options must he 
considered. In the next few years action must be taken on a national 
and regional l)asis to provide optinunu reporting systems. These 
systems must meet the social demands for accountability and provide 
for reporting by the institutions in such a way as to be conducive to 
good morale and continued program development within these in- 
stitutions. 

A major difference between business aiuliiing and institutional 
educational auditing is the greatci breadth of activities to be audited. 
In institutional evaluation a financial audit is only one netesj^ary part 
of the totality. The additional educational programs to be analyzed 
present quantification difficulties tar greater than in business and 
corporate financial auditing. Nevertheless, regular evaluation oi' de- 
partmental and institutional achievement of general and specific ob- 
jectives is essential. This must include measures of "output'* based 
on optimum use of available resources. Such a program of institu- 
tional evaluatioti auditing should provide governors, legislators, and 
voordinating boards, which establish laws, regulations, and financial 
.support, with the data needed to restore confidence in our p^-t- 
secondary institutions. 

In the process the institutional evaluative audits will have to 
measure inputs and outputs. l>oth short-term and long-term, and for 
cunent and recurrent students. Follow-up stiulies will be essenii:d to 
indicate what tlie intrinsic and practical values of postsecondary 
e<Iucation are. David Brinkley stated at the December !972 meeting 
of the Southern Association of Colleges and Schools that *'there h 
nothing worse than federal control of the standards used to evaluate 
higher education.** .\ comprehensive program of institutional evahia- 
livv auditing and reporting can obviate tins possibility. 
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Accreditation: Problems and Possible Solutions 



Historically this country was developed and has thrived in ilie past on 
the pliilosophv of laissez fttire, 1 lie foiesis were felled, the land cidtivated. 
the mineral resoinxcN explored, and !)tishiess and industrial enterprises 
created through individual initiative ^vklom restricted until near the end 
of the past ce?itury bv governmental regulations and legal controls. It was 
onlv after abuses of the public welfare became so flagrant tliat the United 
States Congress officially recognized the situation and adopted legislation 
pro\idhig lor some governmental regulations. The first independent Fed- 
eral :igenc\ created for thii purpose was the Interstate Commence Comtnis- 
sion {18h7;. followed many \ears later by tlie I-edcral Trade Connnission 
(1911). Uie Federal Power Connnission {Um). the Federal Maritime Com- 
mission (1933). the Federal Conunutdcations C^)?nmission (1931). and tlie 
Securities and Exchange Commission (1934) (Selden 196}. p. I). 

Although we may disagree with and argue vehemently over some 
decisions of these and other governmental agencies, not even the more 
conservative spokesmen in our society have proposed that this country 
could afford, at a time of increasing complexity, to rely solely on self- 
regulation. The scandals in cotton and olive oil, the price fixing in 
the electric industry, the Income tax frauds of ji dges, the bribe) > 
of judges, the convictions of the pie.sideuts of the Teamster's Union 
ami the United Mine Workers, and the unmoral implications of 
recent convictions of members of the Congress and of the Executive 
Office attest to the weakness of mankiiul and the continuing need 
for some collective c ntrol and supervision. The a!>olition of those 
agencies of the state and federal governments that assist in the 
governance of our society is unthinkable, despite the fact that there 
is widespread yearning for the simple and readily comprehensible 
days of the past, tmtrammeled by governmental controls. 

The system of higher education in this country expanded along 
with its economic and industrial development. Numerous colleges 
and imiversiiie^ were established and freely chartered by the various 
states to offer education in any tonn or hamlet that could raise 
sufficient fimds or provide a site to induce a church I)ody or other 
groups to found a tollcge. Many of these institiuitms offered work 
at the high ••(hool level for at least some of theii instruction. As 
in business and finance, higher ethuation after the Civil War was 
permitted and even encouraged to expand, with few external con- 
trols or restrictions. In fatt. the IVnih Amendment .o the Con.stitu- 
tioti lias consistently hvcu interpreted as preventing the federal gov^ 
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ermucnt from cxcnising 'ontrol over e(]u(;»tiou in a manner com- 
nionly praniictl in other nations with ministries oi edncatlon. 

In the Dniteil States edncation has truly !)ecn a local or stale re- 
si){)nsihilit\\ and higher education has uiei the needs of our soeiety in 
the sense thai each institution has been permitted generally to decide 
f(«- itself how large it will grow, the (juality of students it will adnu't. 
what recjuirenienis it will establihli for graduation, and whieh pro- 
grani*^ of study it will offer. This freedom of operation has perniiUed 
colleges and universities to meet, altliough sometimes {}uite belatedly, 
the needs of our society at local, regional and national levels. Uul 
this freedom has also permitted instituiicms to ofier programs of in- 
struction for which many were ill-prepared either in personnel, in 
(hiancial resoinces. or in physical facilities. Hy the end of the nine* 
teenth century, there was a pronoinued unevenuess in academic 
(pjality. Many colleges still oflered little more than ari advanced 
secondary school (oiuse of siudy. and the majority of the professional 
schools were operated with an eye directed more to the profits of vlic 
owners than to the education of the students. And in the twentieth 
century the dema»ul for college degrees has led to degree mills with 
the subsecieent need for state controls for consumer protection. 

In the case of business, when abtises became loo excessive for soci- 
ety to condone, the federal government enlarged its scope of activities 
to countcraei tlie.se practices. When higher education recpdred 
standardi/aiion. however, the public was not competent to initiate the 
task, and the federal government — despite an attempt of the United 
States Biueau of Education to issue a public classificaticm of colleges 
during President Taft*s administration — was limited primarily to is- 
suing reports. Since the various states with which legal responsibility 
lor education actually rests were, and still are. most uneven in die 
execution of their responsibilities, the major hope for the general im- 
provement of higher education rested exclusively with the institutions 
themselves and with the various professiciUal bodies whose ranks were 
increasingly being replenished by the graduatc!s of the colleges and 
professional schools. 

To nic»et the socia needs for improved higher education and the in- 
dividual needs of the better colleges and universities for protecticm 
from the competition of uncpialified — even dishonest — institutions, 
associations of the coHc»ges and agencies of the professions initiated 
the process of accreditaticm. ANo. in many states the leading public 
university set the school and transfer standards. However, the volun- 
tary, nongovernmental, extra-legal organizations have grown in number 
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and itilluctur while aamlitatioii of other institutions in a stale by tlic 
state universiiN has (hniinished. As in tlie ease of tlie reguhitory eoni- 
nUNsions of the federal governin<MU. tliese aeeicth'ting igencics have 
been sid)je(- to eriiieisnis. some of them Iiiohly justified. These niti- 
(istns have encouraged .sonie indivichials lo condemn all external 
regulations and to ehiim. as in the ease of business, tliat the nine- 
tecntli century toncc^pt of the (ompleiely free marketplace sliould 
again prevail. Similarly, in the ease of accreditation, iliere are claims 
utter-d fretjuenily enougf) to warrant rebuttal, namely, that higher 
education is now sufficiently mature to no longer retpiire external 
control aiul tliat accreditation .sliould be abolished because, among 
otiier factors, it fn^tjuently iuliibits ilie institutions from adcttuately 
meeting the demands of sotieiy. In fact, accreditation must represent 
and protect the individuals in the society. 

AuotluT of I lie problems r)f vohmtary accreditation has Ijccu the 
lack of relationsliip i)elween the cliariering pioce.ss for new institu- 
tions, which is vested in tlie states, and tlie nongovernmental a<- 
creditiii;j activiticvs of the v;irious accrediiaticm bodies. It is possible, 
and frecjuently happens, that an institution will be clianered by a 
state with lax laws relative to institutional quality. Sucfi an in- 
stitutic>n does not app^y for accreditation from one of the nationally 
recogiii/ecl accirditiiig bodies and the ciuality of the program is never 
checke<l l)y any individual or group, riierefore, it is iK)ssil;le for di- 
ploma mills to exist because tlie chartering process is not an exacting 
one. Fortunately, because of the efforts of the Education Ccmntiission 
of the States, model legislation has been developed and presented to 
the states for their consideration. If those states that do not now have 
strong laws governing the chartering and inspection of institutions 
will adopt tills or similar 1 gislation, most of the loopholes enabling 
suspect posl.secondary schools to exist will be closed (Education C:om- 
mission of the States. Report No. 39. 197.S). 

Whenever controls are (stablished for the pinpose of improving 
minimum Mandards. regrettably but inevitably there is some re- 
striction on those who are fully capable of employing apprc:piiaie 
iudgnieiit and who would conduct (excellent programs regardless of 
the dc^niantU of regulating agtiiciVs. Ilowrver. this latter fact does 
not imply that society would benefit if, for example, educational in- 
stitutions wvre subject to no c^xternal supervision and both the 
excellent as well as the weak and the dishoiuM insiiiuticms were jw- 
nu'ttecl to operate* uimiouitonul. The ccmsumers in the marketplace 
in ottr complex soc lety c innoi p.otec t tlic*msc»lves from those organ- 
i/ec| to perpetrate frauds or to distril)ute infericjr goods. 



(ticsham^ law oi tcoiunuiis dating from ihr sixttrnth icntury Mates 
that <c)ii)s of j^tuul vaUir art- driwii out of circiilaiion by <<)ins having 
ajual moiu'iaiA vahit* bin U•^^ intrinsic vahic A .similar priniiplo can 
he applied to cdiuation: as a sodrty })larrs grattrr valur on the at- 
tninuwnt oj aauUyuU ilrgrvrs. thr dri^rrr.s from coUcirrs and uni- 
r/>v//K*v xchnw anitlrrnir />ro<n)f/mx (Or sujirrficial and infnio) «•/// 
undrrminc thr xmlur of ^iwibn drii,)rrs from institutions xchosr rdura 
tionnl offryini^s arc rsrrllrnt. A slate or nation can u;) more afford ft) 
permit the operation of un(iualilied colleges and universities than it 
can permit the ( innlatitm of counterfeit money. As • world lcadc> jlic 
Tniied Siates cannot afford to allow eitlier its coinage or atadeniic 
degrees to be debasetl. 

It is in this context that ilie (olleges and universities, to wlioni 
society has assigned much ol the responsibility for their own self- 
governance, nuist lidiill their obligations. One was is by improving 
a(cmlitati(m — the institutions* priniarx metliod of lolleitive regula- 
tion. 

Six regional assotiations of collegf^s, universities, and schooK lo 
cated in different sections of tlie coinury conduct general accredita- 
tion of institutions ih.rough commissions dealing witfi higher institu- 
tions, occupational msiitutions, secondary s(l)ools and. in one <aso» 
elementary sdiools. These are: 

• Mi<UUc Vaates Associaiio!) of Clollcgcs and Secotulai a .S< !uh)1s 

• Nt'W Knglaiul Assoc iatiou of Schools atul (^»llcj;es 

• North (iontral Ajvsociation of CoUfj^es ;»nd StTondarv Sihools 

• North wist Association of Socoadary and Ifighrr Schools 

• Southern Association of Collcj^es and Schools 

• Western As'^cx iation ol Schools and Cloilegc^s 

In addition, there are \0 national professional agenciv recognized 
by the National Connuission on Accrediting for their accreditation of 
specialized programs of study. 7 hose groi'ps are: 

An hitatme- National Archifcclnral Accrrditinj:^ Hoard 
Art -National Association of Schools of Ai t 
Hnsinvss— AnuMican Assemhlv df Collegiate Schools of Htisinc.sji 
( h:mistr\~ American Cihemical Socirtv 

Conmunitv Ilealtli Education-Aninican Pnf)li< *'calth A^MHlmon 
(Unrespondence Education-The Accrediting vioin. .ission c)f the National lioine 

Stndv Council 
Dental Assisting— Anjerican DoiUal Association 
Dental I!vgietie-Ameri«an Dental Asvxiation 
Dental Ttchrologv— American Dental Association 
DentistiA— Ameiitan Dental Assodatitui 

Kngineering-Engineers Council for Professional DevelojmuMU 
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Fjii?incyinjri>rlini€ian (uvo.\ear im^gMins) -K. nincd., Conndl for J'lofVsvoual 
nevclopn out 

Engineering Tcchm^logv ^iMur vear pM)Kranis)-.K..^iu ?eiV ( innci! for l»ro!rssu>nal 

Dcvtlopnicnt 
Forest ry-Socic!y ( f American F()r<\stris 
Home Kfononiics- American }Um\v Economics Assoc iati'in 

Hospital Adminisiraiion-Amedifi: r Connnis ion oti (Jn 'inair Kdiua^ion for 

Hospital Administration 
Indnstrial TechnologN-Vational Assoriation lo Indnsirial t (•< I'.uilo^n 
Jonrnalism* Anu'rican Council s, \ Kdncatioi: lor Jonriialisni 
Landscape Ar<hite(tin(w\inrri(arv Soft tv of Landscape A I'^f. tts 
Law-American liar Association. Associitioi, of Ameiican I..ia .vlioois 
Lihrarians!np-An)trican i.i!)rarv AsscxiaticM) 

Medical Record Ad!nii;istr:.tion~American MMMtal Asscxi jii* n. in codaboraiiou 

with the American Medical Recoid Asstuiad »n 
Medical Itchnoh.gv-Anieric an M«'dica» Ay^xi.ition. in ro'i.ihoration with the 

Board of Scliools of Medical re{hnolop:\ 
Medicinc-I.iaison Connnittec on Mechcal F.dtiction (Conuil .hi Medica! I'(hi(a 

tion of the American Medical Associaiio-i and tie F\.iiMi\e f.'onncil of the 

Association of Aouricau Medical Cc^ileMf^s) 
Mnsic— National Association (»f Schools of Mtisic 
Nnrsing-Narional rea«;ue foj Ninsing 

Nnrsing (technical nurse progranis)~National I.ergne for Nnrsing 

Occupational Th.:r;ip\-Anieri( in M(»di/.al \ssoci:.tion. in coliahoration with the 

American Occupational I'hcrapy Association 
Optomctry~An>erican Optometiic Association 
Osteopathv-Americiui ^)stt. pathic Association 
Pharniacv-American Tonncil on Pharmacentical pAlu<.uiou 
Phvsical Therai)V-Amcri(an Medical Association, in eolla?)oration witli ihc 

American IMnsical fnerapv Association 
Podiatrv— American Podiatry Association 
Ps\chologv— American Psvchological Association 
Public Ifealth-Oonncil on Pnldic Health Association 
Social WcMk-Conficil nu .Social Work Education 

<Jpecch Patholoj^v and Andiologv-American ^^iHTch and Ifearing AssoeiaMcm 
Feacher Education -National Coutnil for A(ered;iation of Teacher Education 
Thcology-Amctit.jn Association of The%:h)gical Schools in the United States and 
Canada 

Veterinarv Medicine-Anicricati Vetcrinar\ Medical Ass-uiation 
{'•Li«t of Recognized Accrediting Agencies.** National Comnnssion on Acrreditine. 
1973-74) 

In addition to the regional and spcrLil^/od aarediting agencies 
recogniml bv the National Commission on Atncdit^ng, the United 
States Commissioner of K(hi(ation lecogni/es the foDoxving agencies: 

Accrediting Rnrean of Medical Laboratory Schools 
Accrediting Association of Bihh* Colleges 

National Accreditation Council for Agencies Seiviug the Blind and Visuallv 

Hatulicapped 
Accrediting Commission for Business Schools 
Association for Clitucal Pastcual Kducatioti. Inc-. 
rc>smctoh>gv Aerrcditin^ Ccntnnission 
American Board of iMUJeral Service Education 





Amedcan Assi)ciutiut> )f Nursi' Anesthetists 

National AssociaUon for Frat^'ai Ntirs<» Ktiucatitm and Sorvict-s. hu. 
Natiiinal As.'«)ciation of Trade an<l Ivdinical Srhonls. 



All of thf'sc aareditiu}; agencies f:ux (iMiami. changes to which 
they are d. voting considerable attention. To analy/e comparatively 
some of the issues confronting tl;e^e af ^rediilng agencies it may be oi 
benefit to cor..»i{Ier a fe^v ^)f tin developnu iits in a sample of tnost* 
fields. 

Ari hitccturr is *n a {inandar\ ctmcerning the extent of its appro- 
priate jiirisd'Ction over the emerging profession of tirban planning, 
which is l>ecMming increasingly important for the fntiue of human 
welfare. Developments in the i.lanning for future commimity centers 
are forcing architects to look at professional cooperation in a new 
dimei:sion. Not only must the architects coordinate their plans with 
civil and sanituy engineers, landscape architects, lawyers, and public 
health officials^ l)iu they must iccogni/e ihe contributions of anthro. 
poIogists» economists, political scientists, psychologists, and manage- 
ment specialists. 

Consonant with the increasing specialization of society, the drvtal 
anvl Medical professions have not oidy l)ecome highly specialized hut 
an» .tlyii.g tr> a much larger extent tm auxiliary personnel trained in 
su.h specialized fields as cyiotethnology, dental hygiene, dental lab- 
oratory or medical technology, respiratory therapy, occtipational or 
physical therapy, and X-ray technology. These developments involve 
not merely the ediKaiion and training of the atixiliary specialists, but 
also tl;e education of the demist or physician in the irse of auxiliary 
personnel, as well as th.e accieclitation in one mamier or another of 
all the different programs of study. Thv administrative organizations 
with their interlocking reh.iionships re.pnred to operate these activi- 
ties create a pitttire of contusion midtiplied. 

Teacher education is another area in which problems continue to 
persist. For example, the tpiestion continually occurs as to whether 
stub a field as •S{hm)l psychology'' belongs in t^ie area of teadier edu- 
cation, sinte it prepares personnel to w<irk in the sc1uk)1s, or whether 
it should fall within the pinview of psychology. Other prol)lems 
in the teacher ediuation field tenter on the large nmnber of specialties 
in elementary and secondary teaching, as well as the proliferating 
specialities in the area of administration. 

SuYsing represents a profession ami a fieh.l of study that is l)eset 
by mauN turbident foues. It is iulhuuued f)y all the cluniges develop- 
ing in health care aiul aKo by varying defiuiticms of the proper ediica- 
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tion mjuired tor adiuission to the profession. Its educational pro- 
grams range from post^efon^lary noncollegi.ue to baccalaureate, 
master's, and even those leafling to doctoral degrees. As a conse- 
(luence, it h;«» been (h'fficult f{.» educators in the nursing profession 
lo pass on :i connnon '>otly of kiunvlet^ge whith is ba>-' to each mem- 
ber of tliv profession. 

Recent court decisions point toward the '•public responsibility" ot 
pid)Iii- trust that the accrediting associations hold today. No longer 
can it he said that they are creatures of the institutions themselves, 
even though \hey are supported by the colleges and universities. Court 
<lecisions indicate the (juasi-public nature of accrediting actions 
and how rather clearly that botli tlie public and governmental 
agencies an dependent upon the accreditation process. (;on.se(}uently, 
accreditinjr organizations cannot act in a completely independent 
manner, iiut rather must give careful attention to the welfare of 
society, students, institutions and the professional groups they repre- 
sent. 

l*he Postsecondary Kducation Amendments of 1972 — with the in- 
clusion of Section 1202, which authorizes the establishment of state 
coordinating agencies for the entire postsecondary education sector — 
indicate the importance attached by the Congress to developing more 
effecti\e relationships between the variou.s parts of a complex net- 
work of institutions and programs. 

Kven the most conservative elements in our society admit that 
.\merican higher education is being asked to react to more pressures 
than ever before in our history. The problems of cost, number*^, in- 
creased amounts of new knowledge, greater demands for .service, and 
emphasis upon (juality controls are creating unusual pressures upon 
the higher education community. The question is recurrently being 
raised as to how many masters can and shoidd accreditation serve. 
Inasmuch as the accrediting mechanisms serve as the major factor 
in quality control for onr institutions of higher education, and for 
various professional and si>ecialized programs within these colleges 
and universities, it is most appropriate to look carefully at the de- 
mands being made upon accrediting at the present time. 

Accreditation may be viewed as serving .society and the public wel- 
fare, individual students, professionals, the institutions theni.selves, 
and in more recent years, as already indicated, federal and state gov- 
ernmeniN. From time to time the (juestion arises as to which of thcw 
groups the acdediiing bodies owe their primary allegiance. 

Obviously, the answer to. the question of primary obligation is not 
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one that can be categorically answered; however, the fact that the in- 
jilituiions vohintarily enter into accrediting arrangements gives some 
substance \n the premise that the institutions liave lirst claim on the 
efforts of acnediiing organizations. On tiie other hand, every segment 
of society i-. concerned with and is afiectcd by the quality of higher 
education and its component programs. The individual states license 
members of professional groups, often using specialized accreditation 
as a basis for eligibility to sit for the licensing examination. However, 
migration across state lines often recjuires and leads to regional and 
interregional agreements on some generally accepted standards and 
prcxedures. 

Finally, accreditation must be considered within the context of the 
expanding social and economic problems of our age. As a result, there 
are some very significant continuing issues to be considered by groups 
involved in accrediting activities. These include: 

1. The general, persistent question of whether acrredilation im- 
pedes innovation and change in educational programs or whether it 
stimulates ncxo ideas and practices. The entire question of currency 
and relevancy of standards or criteria needs serious consideration by 
each accrediting organization, with particular attention being given 
to the "outputs" of the programs of education, 

2. Increased use by the Congress of accreditation as a means to 
establish rligibility for federal funds. It should be determined whether 
it is appropriate for Congress to delegate this responsibility to "pri- 
vate, voluntary" agencies cuul whether accreditation is effectively 
serving this purpose. The cjuestion also arises as to the proper role of 
the U.S. Office of Education and state departments of education in the 
accreditation function and their relationship to nongovernmental or- 
ganizations. For example, is there a need for any other review of ac- 
crediting agencies for purposes ol recognition beyond that afforded 
by the U.S. Conmiissioner of Education? The recent and thorough 
study by Harold Orlans, which recommends means for providing alter- 
nate routes for institutional eligibility for fecleral funding, provides 
insight and some approaches to these complicated problems (Orlans 
1971). 

3. The growing pressures for the state-agency approach to ac* 
ryrditation. The problems of duplication and public confusion that 
would be created by this trend warrant consideration: however, the 
expressed needs of the student and public for more attention to the 
protection of the "(onsuujer ' in education nuiy well bring about 
niucli stronger state-agency controls. 

8 ' ' 17 



I. The f^roxviug importamr of xfOcationaUtcdmical education and 
thr need for an ndefjuatr nmcditing fyragrarn in this field, Ciurcnt 
efforts at developing a meaningful accreditation program for oc- 
cupational education (both in the nonprofit and projjrietary insti- 
tutions) are ham|K;red l)y jurisdictional and philosophical arguments 
among the various accrediting organizations. 

5. The need to study the connection between licensuye<ertification, 
registration, and accreditation. Accredited institutions that award de- 
grees accept an increasing amount of credit based on experience. This 
credit at times may result from useful professional experience. But 
even if this is true, degrees and accreditation based partially on cre<Ut 
for experience need further study when the graduates holding such 
degrees enter professional fiehls that require state licensure and regis- 
tration. In addition, the use of testing for certification and registry, 
another critically important method for determining individual abili- 
ties, needs further exploration. 

6. Means of gaining xoider involveynent of educators in the accred- 
iting process and decisionmaking. Also, the question of lay partici- 
f}ants in accrediting activities, xvith broader faculty and student in- 
volvement. While the "closed corporation" charge is often hurled at 
accrediting agencies with some justification, educational administra- 
tors show a great deal of apathy aboiu a<lministration and manage- 
ment of the accredit uig associations. In the area of facidty involve- 
ment, the .\merican .Association of University Professors at its last 
annual meeting decided to study a "faculty rim" system of ac- 
creditation. The number of requests for student involvement in ac- 
crediting activities is increasing almost daily. 

7. The grooving demand for accountability brought about by huge 
expenditures in education. Can accreditation procedures be rede- 
signed to provide this accountability to state and federal govern- 
ments and private donors or will other systems of assessment and 
evaluation be devised? Possible relationships fietween accreclitation 
and national assessment should be cxplore<l. 

8. The qursiion of fees charged by accrediting organizations for 
serxnre.s rendered to the institutions. There is a wid^ diversity in 
practice among the organizations, and institutions of higher educa- 
tion are raising nu)re and uuire (juestions about sucli matters. 

.As we hM)k to the fiuure. every effort unist be made to shape our 
IK)li(ies U) meet the changing (ouditionH that confront us. .A cursory 
reference to ti^- history of education leatK to the ccmdusion that ac- 
crediting procedures have usually been develoi>ed not in anticipation 
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of needs but after they have grown to full maturity. This situation is 
not uni(jue to accreditation. It is found in all types of social activi- 
ties and is a phenomenon not likely to be eliminated; liowever, it 
would be far better to provid(» th(? means for easier and more rapid 
changes in policies and proceduies of accrediting as tiie need for 
thange develops. Changes are facilitated when there is widespread 
confidence, and confidence is based to a large extent upon knowledge 
and c.onununication. 

Perhaps no more tatastrophic thing could happen to American 
ix>stse{{)ndaiy education than for the federal bureautnuy to become 
further involved in the accrediting area. If the institutions and i)eo- 
ple of this nation value the freedom of education, then it should he 
reinend)ered that there is no (juicker route to the loss of such free- 
dom than to have the federal governnuMil devise and enforce the 
standards governing educational programs and the quality of such 
prograttis and institutions. It is essential that nongovernmental ac- 
creditation l)e protet ted and preserved through the improvement and 
strengthening of this process. 

This introductory sunnnary of the field of accreditation and in- 
dication of existing problems leads to a consideration of institutional 
auditing and reporting as carried out in fiehls such as business, as 
well as a consideration of the various governmental agencies that per- 
form a su{H»rvisory and controlling function. 
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Institutional Auditing and Reporting 
in the Field of Business 



(iurrent problems in voluntary educational accrediting arc com- 
parable in some ways to the continuing efforts to define generally a<> 
cepted accounting and auditing standards in the field of business and 
to continually improve the manner in which the results of the audits 
are reiK)rted. Although there arc some important differences between 
auditing in business and accrediting in secondary and i>ostsecondary 
education, some of the relationships anil practices arc so similar, in 
both history and priictice, that a comparison of the two is of con- 
siderable value, especially during this time of outside questioning 
and analysis of voluntary accreditation. 

Voluntary accrediting and evaluative auditing have a long history 
both in the field of cdtKation and in cori>oratc business. For example, 
the North f lontral Assoc iation of Colleges and Secondary Schools first 
published a set of 12 criteria for accrediting colleges and universities 
in the Proceedings of the Association in 1912 and the first list of ac- 
credited colleges and universities was published in 1913 (Geiger 1970, 
pp. 187-8S). Similarly, in 1917 the American Institute of Accoimtants 
published its list of established criteria for auditing. The Federal 
Trade Clonnnisslon requested clianges and updating. This document 
was revised in 1929 and em{ hasi/ed the responsibility of auditors to 
serve in the public interest as well as for the benefit of the corpora- 
tion that employed them (American Institute of Accountants 1J)51, 
p. r>). In the years that followed the 1929 stock market crash, there 
were serious <iuestions about the conduct and disclosure of business 
operations. Finally, the Securities and Kxchange Commission was 
established by the Securities Exchange Act of 19.^4. As a key part of 
this Act the Securities and Exchange Commission was given the 
IK>wer to determine . . the items or details to be shown in the 
balance sheet and the earnings statement, and the methods to be 
followed in the preparation of reports" (.Securities Exchange Act 
of 1934, sect. l.S(b). In addition, the Act states that the Commission 
"ma> prescribe * these items or details. David Solcmions pointed out 
in 1972 that . . this wording . . . has made it possible for the 
(icmnnission lo delegate the formulaticm of accounting standards to 
a private body to the extern tliat it has * (Solomons 1972, p. 2). 

Following the intent of this law, the Sec urities and Exchange Com- 
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mis^km suggtsicd that a statement of coinpliancc with generally 
aaepiecl auditing standards should be inehided in reports fioni inile- 
pendent public accountaiKs tor (oinpanics tiiat filed these reports 
(S-K) with the Commission. Careiuliy defined auditing standards (as 
differentiated fnini auditing \)ro(edures) were developed over a 
IHfriod of years and published in October 1947 under the title 
Tentative Slatnnntt of Auditing Standards — Thrir (Irnnally Ac- 
(cptvd Signi\nanvv and Scojx* (American Institute of Accountants 
19r>l. p. fi). This tentative statement was sunnnari/ed in 1918 by the 
American Institute of Certified Pul>lic 4\ccountants and both the 
prcKedures and standards have been revised continuously since that 
lime. Approved methods of short-form reporting have been develop- 
ed along witli many statements on specific problems of auditing stand- 
ards and procedures. 

Clearly, in the 30 years since its establishment, the Securities 
and Kxchange (Commission — a public agency that is national in 
scope — has encouraged a ncmprofit. voluntary, and essentially pri- 
vate organization of professional peers to establish criteria for the 
auditing and evaluation of corporate financial statements. Reporting 
systems in the pid>lic interest have been established based on these 
carefidly devised standards set down by voluntary private associations 
acting in the public interest. Close cooperation and imdersianding 
between the government agency and the private organization(s) have 
resulted in (onsistemly improving the evaluative ;.nd reporting sys- 
tems of crucial business institutions in our society. 

In the area of higher eclucation. the federal government and 
particularly the United States Office of Education has adopted a 
similar procechue. Through its Bureau of Postsecondary Ethication in 
the United States Office of Echication, the Department of Health, 
i.ducation, and Welfare issues its list of nationally recognized ac- 
crediting agencies and asscxiations. The very first statement in this 
listing emphasizes the role of voluntary accreditation: 

Our of tht* distinctive features of Aiiiericnn ecitnation in that tfie develop- 
nuMtt aiui inaintetiaiice ot cditcattonn) MatutanU ait* thv ivspotiMbititieH 
ot nc>tigo\(MninctitaL voluntarv :u c rcciitin^ a^soc iatiotis. Vhv Office of Fdit- 
cation is (o^nt/atit of the invaluablr (otittihittion which the vohnitarv at- 
(tc'ditinp: asMuiatiotis have made to the dcvelopnuMit ol ediuational qua!it\ 
in the Natiot). It is the poHix of the Office of Keltic ation ^^ettnalh to stip- 
{M>rt and iMuouta^e t}ie Nations leco^ni/eci voftnitan aciteditin}* associa- 
tions in their lole as the piiman .ij{cMits in the ch'xelopnuMU and mainte - 
nance* of educational stanciards in tlie touted States d .S. Dcpaitnunl o} 
Health. Education, and Welfare !?I71. loiewcnd). 



12 



r 





However, »s IVdcral funds biul^cted foi higher nliK.uion iii<icasf\ 
thnc has born growing (oiuvin alxiut the vohintary a< < iniitation 
system currently in usc in higher induration. In the (lel)ates abuul 
the Kdueation Amendments of li>72, data Ironi institutions an<l ar- 
(redilalion protedures were dis<nssetl vi^orousU. The (onlerenee 
report on a {>oriion of this topic inchuled the followini; discussion 
about "(ost of education data**: 

Thv .Senate amcndmrnr mjnirod thr f Uitninissidnn to iiifsutlu' ti.iiidnal 
iinifonn standnnis for (hMrrmining nxtiagr per pupil tosis ni instiuiiions 
fcii pic>\i(iinj( postsr(()mi;n\ rtliKation. Ilr \v*inl(i then jf(|iiiir as a (oiuli- 
lion for rcfcipt of assistaiur nndfr ihv }i}):Mvr F.iliuaiion Act that ilic in- 
stitution snpph (osi of (-(inration (iata dftniniuni in aifordanu- wiili ifu- 
national nniforni st.indanU. Thf Moum- nnicndninu fiad no (oinpaiaiile 
provision. Tfic (onlfinur snbstituti* ndopls. in lini o1 tfu- Sinalc pro- 
vision, a pro\»slon anihori/ing ihv Cioniniissionn to rnpiiic as a (dudiUon 
of riiKiWIitv for inslitntional aid at the catlicsi p(»s.sif>lc dati? or stndcnt aid 
prior to jnnc .'^O. 197.3 tfiat \\\v insiitiition suppU sndi com of cdncatiou 
data as mav he in its poss<*ssion (Ediaation Amendments of l!>72. p, 2»0). 

The hiw that finally passed relatinjii: to cost of edu(aiion data reads 
as follows: 

See. I2ftri. The Commissioner mav lecpiire a.s a condition of eliRibiliiv of 
an\ institution of higher ccincuiion- 

1. for iuMitiitional aid. at the earliest pradical date, oi 

2. for stndcnt aid. after fnnc f^O, 197.3. 

that sinh in.siitution snpp!\ such (Ost.*>f-edtua:i(>n data as niav he in tfie 
possession of such institution ^Eciuration Amendments of 1972. p. »»n. 

It is critical to note that the Ianjriiag(. of Section 1200 uses the phrase 
"niav requiie*^ in much the same way that the Securities Exchange 
Act states "may priori !)e.'* This is piuticularly important because 
contiols by the .Securities Kxchangc and the repor .ing of business cor- 
{x>rations that are engaged in interstate conmierce is clearly the 
prerogative of the federal goverinnein. Kdueation, ot course, is not 
reserved to the fedtral goveiintient atid. as was noted in Chapter I. 
has been interpreted many times to l)e a state function. The led- 
eial involveiueiH is limited to those aspects ihit are funded as i\ result 
of ledeial taxation and budgeting. Thus, it is important to emphasize 
thai in busim-ss. which is dearly a national responsibility, a major 
regulatorv ;igen<\ of liu- fi»deral govenmient has (hosen to work 
through a voluntar\ nonprofit asscx intion iu establishing sotne of the 
rules, and p.irtit tihiriy tlie principles and tnetho<ts of reporting, de- 
vehijH^d l)y a voluntary nonprofit agen< y. The fJO.\ear history of gen- 
eralh accepted a(<c)tuuing primiples and aiuliting st,.iKiards. de- 
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velopc(i cooiK?ra lively with l)otli the Federal l>a(le Commission ami 
later with theSccinitics and Exchange Commissum. provides extel^ent 
precedents tliat (an be applied to the fiehl of postsecondary ediua- 
tion accreditation. 

Tlie cfiaracteristits of the ''tasks** to be performed in corporate 
auditing and educational inNtitutional accrediting are somewhat 
c(mipara!)le. An appropriate attitiule is basic to botli. It is miportant 
that the judgments be formed and expressed on the l)asis of the 
evidence that is '^reascmably availal)le;' The auditor must take an im- 
partial position in conducting the investigation and in preparing and 
expressing judg^nents in the reports that result frtmi tliis investiga- 
tion. 

Respected autliorities on tlu? philosopliy of auditing liave comment- 
ed that auditors are similar to otlicr social scientists and must make 
judgments on problems of fat t and problems of value. Problems of 
fact are more easily handled tlian value judgments, whether in 
analyzing a business c<>rporation or an educatitmal institution. Audi- 
tors have 



siicli prolilt-ms of value as (1) consichMiUioii of the dcsirabh- extent of 
disclosure in a given case. (U) (icicrmination of whether an annuiil item 
of gain should affect net income tor the ^ear <»r he carried to retaiucil ear- 
nings, and (3) the dcsirahilitv of combining or showing separatelx in tlu- 
finauiini statement items which have both similarities and differences. In 
addition, auditing has problems value at the f)rolessiona! as well as the 
practitioner level. Not (mlv dot*s each audit raisi» suth problems for the 
individual practitioner, but the profession as a whole must deal with Mich 
value problems as the extent of its resptmsibilitv for (1) the detccticui of 
irregularities. (2) the point at which disclosure beiomes detrimental ratlu r 
than beneficial, atul ($) the uipiirements of independeiue in th<.- pei- 
formance of managerial services (Maut/ and .Shataf 1951. p. 

The auditing process Jor a business corporation, especially since 
it is not an rxnrt scirna*, must be concerned finally with the pro- 
tection of those who read the financial statements or reports ai.d 
whose dec isions are made <>:i tlie basis of these rc|M)rts. In this re- 
gard, eight basic poMufrncs relating to financial auditing have hvvw 
developed: 



I. Financial st::fements and financial data are verifiable. 
*i. Ihi're is no tu'cessarv <<»nflict of inteiest lietwc-en the audiioi and the 
nianageii i nt (►f the enteipri.se ntider audit. 

3. The financial statenietus am! other iufornjatioii submitted for verifica- 
cation are free from roHnsivc and other unusual ineuiilaritiev 

4. Tlie existence of a siiiisfacoiv svsiem of imeitia! < out ml tlii!>inates the 
probabtlitv of inegulat ities. 
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r>. Consisteni application of );cnfiall> atxeptcd priiu iplcs of accoutiting tiv 
stills in ihx- fair prescntalion of financial position ancl Ihc rcsnlis of 
ojKrations. 

0. In the absence of clear evidence to the conliaix. what has licld true in 
the past for Ihe enterprise nnder cxanunattcni will hold true in the 
fiUuie. 

7. When exanuning financial dala Uw the purpose of exptessing an in- 
dependent opinion iliereon. the auditcn* acts exclusivelv in the capaun 
of an auditor. 

8. The professional status of the indrpencient auditor imposes conuncnsu- 
rate professional obligations (Mauiz and Sharaf 1961. p. 12). 

Witli some slight modification and changes in terminology, these 
same iK>stulates might very well he applied to tlie process of in- 
stitutional auditing and accrediting. The vcrifiaf)ility of data, de- 
lerminalion of a<lequate sampling, and prohaf)ility theory woidd be 
characteristic of both business and educatitmal institutions. 

As certifying agents, atulitors continually face the problem of re- 
Hponsibility for their judgments and their reports. Where judgments 
and sampling are so critical, it has l)een extremely important that 
rules of professional conduct be developed along with the generally 
accepted auditing standards and carelul codification of statements 
on auditing procedure. 

Standards for accounting information are basically developed 
in foiu different areas: (I) relevance. (2) verifiability, .(3) freedom 
from bias, and (4) quantifiability. 'Hiese standards are usefid in 
evaluating ix)tential accounting information and for inc hiding or ex- 
cluding material in reports. In <lcternuning relevance tlu! information 
should be useful in. or have the potential for, exerting influence on 
appropriate and needed actions. Therefore, it must be in a form 
and presented at a time that will be of use. To be verifiable the in- 
formation should allow ••(jualified individuals working independently 
of one anoilier to develop essentially similar measures or condusions 
from an examination of the same evidence, data, or records** (.\meri- 
ran .Accounting .Vssociation 1{M)8, p. 10). Because accomuing informa- 
tion may serve parties with opposing interests, there should be no 
(piestion alxnu its verifiabiiiiv. Hi:is in acuiiuiiing information can 
o((ur if inappropriate tethnitpies an- used or if the data is of a 
personal nature. Bias that serves o:w party would be detrimental to 
the interests of other jhtsous and. as a tonsecjuence. biasetl types of 
infonnation ;uv partitidarly inappropriate for external use. Finally, 
since much linancial infonnation is expressed in monetary terms, a 
great deal of atulitiiif? infonnation is (piantifial)U\ Any accoimtinf» 
data outside of cpiantilied amomits recpn're special care and place a 
s|H-(iaI obligation on \lw auditor involved. 



Guidelines for making auditing information available include: 



1. Appropriateness to expected use. 

2. Disclosure of significant relationships. 

3. Inclusion of environmenial information. 

4. Uniformity of practices within and among entities. 

5. Consistency of practices through time (American Accounting Associatitm 
1968, p, 14). 

Tlie reports need to be developed to meet the needs of potential 
users. Special informational needs of particular groups should be 
separate from general reporting and clearly stated as such. Significant 
relationships sliould be clearly sliown so users can understand the re- 
port and "evaluate the underlying activity generating the data" 
(American Accounting .\.ssociation liM)8, p. 15). Environmental in- 
formation is critical since it describes the conditions .surrounding the 
collection of data as well as the preparation of the report. All of the 
circumstances and the methods involved need to be delineated care* 
fully so that e.Kternal users will clearly understand the complete 
environment in which the data were collected and reported. Uni- 
formity is vital and is dependent upon a con.sistent system of termi- 
nology, classification of data, and consistent and exact measurement 
of those items that can be measured precisely. Finally, since trend 
data is often of value in auditing reports, it h important that various 
points in time and various time segment:; be reflected in the re. 
port or series of reports. Since change is necessary in any society, 
complete imiformity of reporting over a long period of time ma/ 
introduce bias. But, "... a sen:ie of reason and good judgment .should 
prevail to provide answers to problems cau.sed by a degree of con- 
flict among the several standards and guidelines" (American Account- 
ing .Association 1%8, p. 18). 

Over the four decades since the Securities and Exchange Commis. 
sion was first establislied, the American Institute of Accountants has 
developed (1) auditing standards as the underlying principles that 
control the nature ami extent of the evidence to be obtained, and (2) 
auditing procedures that spell out the details of the auditors' work. 
This includes the methods by which the auditor has obtained and 
referred to sucli specific evidence as cost records, invoices for pur- 
chasCN, published <}Uoted prices, subsequent selling prices, gross-profit 
tests, and other similar details. Some of the various commissions men* 
tioned earlier have worked diligently at codifying statements of 
auditing procedure and delineating in consideraf)le detail the form, 
meaning, and significance of tlie auditors* reports. 
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The ({iffcrentiuiion between the short-fomi and the long-form re- 
port may be of particular interest and valiu* to persons interested in 
educational audits. Of course, the re(iuired 8-K report of the Securi- 
ties and Exchange (iomnuVsion is a key report for all large corpora- 
tions and the approved rej)ort form has Ixjcome very significant. If the 
federal government should require a particular form of reporting be- 
fore institutions arc allowed to receive federal funds tliat are ear- 
marked for postsecondary institutions, the form of ilie report could 
become exceedingly critical. The short-fonn reports of business 
auditing include eight key elements: 

1. The Dale 

2. The Salutation 

3. An identification of the statements examined 

4. A statement of the scope of the examination 

5. The opinion intnxiuction 

6. A reference to fair presentation in conformiiy with generally accepted 
accounting principles 

7. A refereitce to consistency 

8. The signature {The Auditor's Report . . . 1067. p. 2). 

Since time is of considerable importance in financial statements, 
the date of completion of the report and the opening statement by 
the auditor are extremely important. The report is normally ad- 
dressed to stockholders of a company, the Board of Directors, or both, 
and *'the short-form report is used almost imiversally in connection 
with the auditor's examination of financial statements intended for 
publication*' (The Auditor's Report . . . p. 21). As will be shown 
later, a number of postsecondary institutions are developing reports 
with similar salutations. 

In contrast, long-form reports go ))eyond the basic financial state- 
ments and 

. . . cirdinarih include details of items \x\ the statements, statistical data, 
explanatory comments, and other itifonnative material, some of which may 
be of a nonaccounting nature. These repents alsci may contain a more de- 
tailed description of the scope of thr anditor*s o nminaticm than is con 
tuincd iu the short-form report. .\s in the (as<» of all auditor's repoiis. 
an auditor's opinion covering a long form report must contain a clear-cut 
indication of the character of his examination and the degree of re- 
spcmsibilitv he is taking f<»r the data contained in tlie report (T//r Aiuliinrs 
Report . . . 1967. p. 21). 

Both the ^h^)rt»term and the long term reports are statements that 

. . . constitute management *s lepicsentaticni :«s to its stewardship of the 
business enterprise. The auditor, in issniuj; a report on financial state 
nients. provi<les a professional opinion as to whether the representations ol 
manajjenjent. as coiiiaitied in those statements, prrwul fahh to all u\t*r\ of 
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those stutemrttts the company^s flnnndal position am! the rfxults nf its 
operations (The Auditor's Report . . . p. 22). 

Sunie of the problems aiut conflicts that have caused diificulties 
for auditing firms couKl also occur in postsecoiidary education if 
educaiional auditing develops, and thus sotne of the current prol)lenis 
in business auditing may be of some iiueresi. Muny of them develop 
l)e(ause auditing is not an exact science, judgment is necessary, and 
vahies may he critical in a given sittiation. Some instances foiiow. 

1. Business corporations and companies hire and pay the auditors. 
If there is a serious disagreement, there uiay be a change in auditing 
firms. In November 1971 the Securities and Kxchange Commission 
estal)lished the so-called "auoUor-change rule" requiring that the con- 
flict between the corporation and the amlitors be detailed in the 
public, 8-K reports filed monthly with tlie Securities and Kxchange 
Commission. In some cases the change in auditors has indicated that 
a company was having serious problems and occasionally has led to 
a si)ecial investigation by the Securities and Kxchange Commission. In 
educational auditing it may f)e desirable to review carefully the man- 
ner in which an auditing fiim or team is chosen, 

2. Relationships between an auditing firm and the (orporation 
or business it may audit could l)ecome delicate. The Wall Street 
Journal raised this cjucstion regarding Arihur Young & Company 
(March 21, 1974. p. (>). Arthur Young R: Company, which is one of 
the accounting profcssicnrs dominant "Big Kight*' firms, borrowed 
large sums froni one of its client lianks. In justification it was slated 
that ti.e loan had been discussed with the Securities and Exchange 
Comu Ission, which did not object. However, two of the '*Uig Kight*' 
firms, Peat, Marwick, Mitchell 8c Company and Haskins R: Sells, indi- 
cated tliat they have a company policy that prohibits borrowing from 
client . ()l)viously, members of accrediting teams or educational audit- 
ing teams would have to be chosen carefully to avoid any possible 
conflict of interest with the post secondary institution being audited. 

3. When the auditing firms themsehvs are cpiestioned regarding 
their procedures, it has l)ecome desirable to have a "peer review" 
to deternutie the cpiality control procedures used in conducting a 
corfKnate audit In sonic cases the Securities and Excliangc Com- 
mission has recjuired such reviews to further verify and provide 
••quality comrols" of particular firms atul specific audits. 

These three specific instances illustrate problems that have arisen In 
the development of accounting principles and procedures from a 
voluntary ageiu:y tliat are applied by profitmaking auditing firms. 




The interplay between the federal agency, the voluntary, nonprofit, 
public interest group and these firms has been and will continue to 
be of critical importance. 

A continuing body setting the accounting stanchirds lias been 
in operation for four decades. However, the structure has been 
changed a number of times and recently another major cliange took 
place. The .Accounting Principles Board, which operated from 1959 
through 1973, has just been replaced by a new Financial Accounting 
Standards Board. The previous board was made up of 18 nonpaid 
parttime members, most of whom v.ere active paruiers in accounting 
firms, and included one from each of tlie eiglit major national ac- 
counting firms. Although many changes and practices had been de- 
veloped by the Accounting Principles Board, it became necessary to 
make major ciianges and these have just gone into effect in the last 
2 years. Tlie new fulltime Financial Accounting Standards Board is 
smaller. Its members will be *'adequately remunerated.** Membership 
on the new FASB will include not only accountants but also con- 
cerned professionals from related groups. Since setting financial 
standards in this fashion is a joint private-public venture, a non- 
profit foundation has been established with a board of trustees and 
a large advisory council. These groups will exert control over the 
Financial Accounting Standards Board and provide wide input into 
its efforts. Thus, the private l>ody which has ihe duty to set sfandards 
will have widespread support and no serious conflicts of interests. 
Its work should be done effectively and rapidly, since it is small and 
highly competent. 

There are a number of critical differences that would exist between 
a system of institutional educational audits and auditing of the 
type describeci for the business communUy. 

1. The financial audit of a postsecondary institution would be only 
a part of the total education audit. A complete educational auditing 
program would include annual evaluation of departmental and insti- 
tutional achievement of carefully prepared objectives, both general 
and specific, with due recognition of a aiiable resources. This must 
incorporate the best "output * based upon "reasonable available** 
data indicating: (1) the success of students who attended the institu- 
tion; (2) when appropriate, contributions to our own developing 
knowledge base: and (3) t!ie effects of community and public services 
by t!ie institution.* 



•See iJickev and Miller (1972) for a discussion of curretii trrnds in aarediiing 
procedures. 
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2. Regional accmiitiiig systems that Iiave grown to nationwide 
operation sinre World War II provide a mechanism for establishing 
institutional educational auditing connnittees. Ncnnially, diere has 
been informal (ontact between the regional accrediting commission 
and the postsctondary institution regarding the acceptability of ac- 
crediting team tnemhers — but the final choice has been by tlie re- 
gional ac(rediiing commission rather than the institution. 

3. Where a business can change auditing firms, a greater potential 
for conflic t of interests exists, even though auditing ethics require 
comnnmication from outgoing to incoming auditors. 

\. Acncditing agencies are not policing bodies but are charged 
with making overall judgments regarding tlie quality of tfie post- 
secondary institution and its programs to see that it meets the ma- 
jority of die accrediting commission standards. 

5. Regional accrediting commission reports normally have not been 
published and there is no public reporting system beyond a mere 
statement of accreditation in the institution's catalog. This does not 
seem to fit the current demand for accountability and consumer pro- 
tection. In this regard the short-form and long-foriM systems of the 
auditing profession may have some application in institutional educa- 
tional auditing. 

6. Auditing in the business sense has become a separate, fulltime 
profession. At the present time educational auditors, working as a 
part of accrediting teams from regional or national accrediting as- 
.sociaticms, are parttinie specialists. Som/*times they donate their time 
as a public service or are paid only nominal sums. As the demand for 
accountability and more complete institutional cducaUonal reporting 
grows, fulltime educational auditors may develop. 

There are a number of lessons to be learned from the development 
of the auditing profession since 1934. There is a need for fulltime 
persons setting the standards rather than parttime persons devoting 
sporadic efforts to it. There is a nocd for a specific research staff to 
be working on institutional educational auditing principles and pro- 
cedures. I'hrough the process iliat has developed between the fed- 
eral regulatory agency (first, the Federal Trade Commission and then 
the Securities and Kxcliange Commission) and the accounting and 
auditing profession, the critically important matter of the establish- 
ment of standards and procedures has been left primarily to the pro- 
fession. Finally, the obvious need for continuity seen in the business 
and corporate auditing field must be available in the educational 
field. Current problems with the wide \'ariety of iK>stsecondary educa- 
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tion i istitutions and the proliferation of accrediting associations 
empha izc this point. Tfie criteria that have heen developed over the 
past 60 years in institutional edmational auditing are a good hase on 
which to build. 
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Current Criteria Used in 
Institutional Accreditation 



The Federation of Regional Accrediting Commissions of Higher 
Education, the coordinating aigency for the regional accrediting com- 
missioti at the postsecondary level, provides tlie following reasons for 
institutional accreditation: 

(1) fostertni^ excellence in poslsecondarv education through the develop- 
ment of criteria and guidelines for assessing edtuational effectiveness; 

(2) encouraging institutional improvement of educational endeavors 
through continmms self study and evaluation: 

(5) assuring the educational communitv. the general public, and other 
agencies or organizations thai an institution has clcarK defined and 
appropriate educational objectives, has established conditions under 
which their achievement kuU reasonablv l>c expected, appears in fact 
to l)e accomplishing tlicm substantially, and is so orgjuii/cd. staffed, and 
supported that it can be exiwcted to t<mtinue to do so; 

(4) providing counsel and assistance to established and developing institu 
lions; 

(5) protecting institutions against encroachments that might jeopardize 
their educational effectiveness or academic freedom. 

The statement of the Federation also holds thai '^accreditation is 
attained tlirougl) a process of evaluation and periodic review of total 
institutions conducted by regional commissions in accord with national 
policies and procedures approved by the Federation of Regional Ac- 
crediting Commissions of Higher Education ^ (FRACHE. "Purposes 
of Institutional Accreditation/* October 11, 1972). 

In terms of the above purposes, each of tfie regional accrediting 
commissions has developed standards for initial accreditation and for 
periodic recvaluation of postsecondary educatioiial institutions. These 
standards, while couched in different terms for each of the com- 
missions, follow a fairly definite pattern and include criteria to as- 
sist in detenniuing the effectiveness of the institution in such areas 
as: 

1. Purfmsrs of the imlilutiou. Each institution is asked tc^ define 
dearly its puri>osC'. and lo incorporate into this statement a pro- 
nouncement of \u role in the educati<mal work! The institution s 
integrity is nieaisured not only in terms of its stated purposes, hut also 
in terms of its ccmscientious etidcavor to tulfill these puri>oses. 

2. Organization and administration. Standards dealing with this 
general area indicate Uiat a similar pattern of organization for all 




member institutions is neither expected nor required; however, t!ie 
administratis » processes should be well defined and understood by the 
entire college connn unity. The standards also cover tlie governing 
board and its relationships to the institution and its faculty, staff, and 
students. Most of the statements of standards indicate that in order to 
promote a proper balance between the diversified activities of com- 
prehensive institutions, the administrative structure of the institution 
must be designed in a nuinner as to enable each division to develop 
and perform fully its uniciue responsibilities as defined by the stated 
purpose of the institution. 

•i. Educational program. The most consistent element of tlie stand- 
ards relating to the educational program is tliat of ascertaining that 
the purposes of tlie institution are carried out through the program 
of education. This relationship between purposes and program must 
be demonstrated in ix)licies of admission, content of curricula, re- 
quirements for graduation, instructional methods and procedures, and 
quality of work required of the students. 

The process by which the curriculum is established is also a concern 
of the various postseccndary .accrediting commissions and it is clearly 
indicated that tlie process should recogni/e the various roles of the 
governing boaril, tfie administration, the faculty, and the students. 
Some of the commissions are more specific than others. For example, 
some criteria require that at least one-fourth of the total credits for a 
degree must be devoted to general education, witli one component 
of courses designed to develop skill in oral and written communica- 
tion. Other conunissions do not have such specific requirements, al- 
though the implication is always present that a balanced program ^s 
to be sought. 

Standards also indicate that an effective institution depends largely 
upon the general environment of the institution. Such an environ- 
ment should be conducive to study and learning. One commission 
states, for example, that **an institution of higher education should 
endeavor to create a climate of intellectual curiosity and achievement 
among its students." The general criteria include the point that the 
faculty an<l administration should be able to provide evideme of con- 
cern for tlie general setting in which learning is expected to take 
place. 

Programs and coiwscs should f)e stipported by adecjuate library 
holdings, instnuiional materials, and physical facilities. Fflicient use 
of such resources is an imlicition oi concern for effective instruction. 
It is tiot sufficient to show tliat library, lafuMatory. and otlier facilities 




exist: it should also be possible to demonstrate tlint they are used 
effectively in the instructional process. 

•i. Financial rr.sourrrs. The standards of all of the regional accredit- 
ing (ommissions hold that the financial resources of the (ollege or 
university determine, in part, the quality of its educational program. 
It is i)ointed out in some of the standards that, conversely, the qiudity 
of the educational program affects the ability of an institution to in- 
crease its financial resources. The organization of the business struc- 
ture and the control of financial resources should always reflect the 
fact Uiat financial resources are tools of the educational enterprise, 
never the reverse. Matters of budget control; the relation of an in- 
stitution to external ' udgetary control; the accounting, reporting, and 
auditing procedures are also included in the standards of the various 
accrediting commissions. 

5. Faculty. All standards inchule reference to the recruitment, se- 
lection, academic preparation, and organization of the facidty, with 
special reference in many instances to evidence of professional growth, 
tenure and academic freedom, teaching loads, promotion policies, cri- 
teria for evaluation, salary, and other recognitions. Several of the com- 
missions inchide in their standards statements indicating that a cer- 
tain percentage of the faculty shouhl possess educational preparation 
equivalent to 2 years of advamed study, and some indicate that a* 
least 30 percent of the faculty (for senior colleges) shoidd possess the 
earned doctor's degree. 

6. Library. Tlie library is held to be a vital instrument of instruc- 
tion, not only in general education, but also in the cidtural develop- 
ment of students and faculty. Standards of the regional accre(Hting 
commissions hold that the library should be administered as part of 
the academic program. Especial attention is given to the library liold- 
ings in those fields in which graduate study is provided. 

7. Student t)nsonnd. Within this area of concern the standards in- 
clude reference to the administration of stiulent personnel programs, 
to the academic and personal records, to orientation, to counseling, to 
liealth service, to atidetics, alumni work. etc. While it is recognized 
in the standards that the specialists in student personnel work have 
a luiitjuc responsibility, it is generally pointed out that all institu- 
tional nitinl)ers have and should express a (ontinuitig concern for the 
total welfare of each student, including his physical aiul mental 
health, developnumr of capacities and talents, establishment of re- 
lationships with other i>ersons, and nunivation for progress in in- 
tel lect ua 1 un( lerst ant I i ng. 
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8. Phyurnl f)l(ifii. Standards of all of the regional accrediting com- 
Hussions include reference to the physical facilities, including build- 
ings, equipment, and campus. Vhc standards indicate that the physical 
plain should be designed and maintained to serve the needs of the 
institution in relation to its stated i)urposes. Most of the standards 
in< hide a statement that a master plan for campus development should 
be maintained. 

9. Othn standards relate to off-campus study, independent study, 
and various nontraditional programs. Most of the regional accreditin.? 
conunissions also give special emphasis to standards dealing wiJi 
gniduate programs, pointing out that distinctions between under- 
graduate and graduate work shouhl be observed. Some of the ac- 
crediting conunissions include research as a part of the graduate 
sJandards. wl.ile others separate the standards relating to research. 
Various aipproaches are employed in stating the standards for master's 
degrees, specialist's degrees, and do( tor's degrees; however, in all cases 
conditions arc set forth for degree reciuirements and in most cases, 
periods of residen( e are included.* 

In the Study of Regional Arnrditation of lnstitHiion.s of Higher 
Education, prepared for the Federation of Regional Accrorliting Com- 
missions of Higher Kdiuation l)y Claude E. Puffer and staff, the fol- 
lowing additional (juestions were suggested as desirable elements in 
any institutional accrediting visit: 

(1) What educationat and sliiitturai (adininislratioii, j^oxcmauce, etc.) 
innovations have been adopted since the tnost recent rervahiation? De- 
scribe and indicate the degree of success. 

(2) What special assistance has been provided bv the institution in the 
education of the di8advanlaj;ed? Describe and indicate the digrce o\ 
success. 

(5j What do your anahtical studies show conterninj; the effectiveness of 
\«)Ur educational projjrams? Wliat direct evidence do vou have of in- 
.sliiuiional contributions lo or responsihilit\ for uuprovemenis in v<#ur 
students? What tests or other tneasuiing devices are used and how 
effective and appropriate are thev? (1970. p. LMfi) 

Dr. Pufier indicates in his study that one of the major problems 



•Materials used in the above siunmaries include the standards of postsecondarv 
commissions of: 

Middle States Association of Colleges and Setondaiv Schools 

New England Association of Schools and Ctolleges 

North Cential Association of CoUejjes and Serondan Schools 

Northwest .Association of Secondarv and Higher .Schools 

Soutliern .Assiniation ol Colleges and Schools 

Western Assotiation of Scfiools and Colleges 
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(oiifrominj; inNtltutional anmlitation is thnt of a shift in puri>OHC 
broujthi alxnii h\ v\\vim\ foitis. hi thr r;uly days, tlir work of the 
regional ( oiiinuNNioiis was iliicutnl piiiiiarily to a>M\tiiin nicnibcr in- 
stitiiiicMis to inipnuT. As a niattn* of tact, radi of the agcmics still 
placrs this panic ii^ar purpose* higli on its list of functions. While 
provicUng a hst of approved or accrecUted institutions for the general 
public- has ;!lwa>s been a part ./f tlie fiiiuiion ol eac h agency, this was 
viewed ;is a seconclar> function, llui as the judgment uf regional agcn- 
cies became a basis for ck^iennining whetluT iustituliouN received fed- 
eral funds (and at an earlier date. wlu^tluT tliey would receive founda- 
tion giants), the public responsibilitv of ilie accrediting agenc) hns 
beiomc greater. 

Rtcent eonri cases cuipliasi/e even nicne \\\v nature of public ac- 
countability. Prc^ssiires nia> be builcUng to the point whi.ie the in- 
honse fumlion — improving individual institutions — tliough im- 
poitaiil. will become* a scrondary function. Whih* accrediting agencies 
uia> coutiniie to emphasize as the pritiiary purpose of their existence 
assisting iiKMiibcM iusiitntioiiN to iiiijirove. as far as the* general public 
is concerned, the* primary purpose of accreditation ap{K*ars to l)e that 
of c<*rtifying the lc*vel of cpiality of an institution or program. If this 
is the rase, the* ac c rculiiing agCMic > takes on more of the characteristics 
of a piil)lic rc*gulatoiy c oiiniiissioii with a responsibility for i)rotecting 
the public. It l)e<om(*s less oric»niecl towaid the iiieiid)ership and more 
toward public as a whole*. 

If the* public accountability function iiuic»a\c»s in significance, the 
orieiiiation of the* agenc ievN will almost inc*vital)ly shift. The manner 
in which c riteria are establisheul and the way in which tlic* criteria are 
applied in evaluating institutions ma> increasingly come under 
public scrutin\ (Puffer 1!)7(>. p. 201). 
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A Plan for Evaluative Auditing 
in Postsecondary Education 



Tlie .second report of the Nc\vm«in Task Force made a determined 
call for "full discosure * regarding program c haractei istics and evalua- 
tions in tlie postsecondary educational institutions of the United 
States (Second Nnvwan Report . . . 1973). A recent report entitled 
Public Amrditation and Public Eligibility by Harold Orlans and 
others has indicated that at the present time 

Accreuiling agenc*. ^ disclose little more than their formal .Uaiulard^ 
and the names of accredited institutions— not the names of iliosc which 
were denied accreditation, disaccreditcd. put on prol)ation. found in non- 
compliance with designated standards, or which have never applied for 
accreditation. The Office of Education dss< loses little move ihun its criteria 
for recognition and the names of recogni/ed agt-ndes— not tliose denied 
recogniti(m or recognized for reduced terms oi (lie criteria with which thev 
have not complied (Orlans 1974. Volume II). 

At the present time the movements toward greater federal control 
of the entire process of accreditation of postsecondary educational 
institutions have develoi>ed primarily because of increasing funds 
being channeled from the federal budget into postsecondary educa- 
tion. James 1). Koerncr has c]Uoted in a public article an internal 
statement from the Federation of Regional Accrediting Commissions 
of Higher Education that graphically illustrates this problem. 

For the past two and one*half years, the six regional accrediting as- 
sociations have operated as service agencies for the VS. Office of Education 
in helping to <letermine the eligibility for participation in federal aid 
programs for n-jwiy founded i>istituti(ms. The decisions involved in these 
cases have he< n made explicitly for this pur|K)V and have lx*en shared 
onlv with tl»c VSOE through corrispondeiice related to each institution 
considered. In effect, it mav he constii»cd that the regional accrediting as 
8f)ciations have broken with their tradition of (omplcte autonutuv ;utd 
have be(f»me partv to an implied contract with the TSOE. 

This relationship with the US(iE api>cars to have serious!\ altered the 
philo«)phical and otHrvational independence of the regional asMKiatiouH 
from governmetit entanglements (Koerner 1970. p. r>l). 

As has been clearly demonstrates! in Chapter 2. tliere is a strong 
case for voluntary professional orjjani/ations to determine the educa- 
tional principles and standards to be applied^ the procedures to be 
followed^ and the reporting systems to be used. There is even gieater 
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cause for foIUnviiig such n systciu iii postsecondary cdutation. since 
this fuiution is spcciiically excluded from the Constitution of the 
Tnited States aiul has been detennined many times to be the re- 
sponsibility of the individual states. 

The current emphasis on (oiisrmer protection and funding of 
postsecondarv cdut ation on a *'nierit-poli< y basis" through the student- 
consumer contril)Utes a f^reat deal to the demands for improved ac- 
crediting procedures and a move toward fully reported institutional 
evaluative audits. \ number of examples can be cited, both stale and 
federal. In 1971 protective legislation for students was introduced 
in H70H> in Rhode Island {Education Com.nission of the States 1974. 
p. 1). All corresiK>ndence. votational. and professional schools operat- 
ing for profit would be recpiircd to provide prospective students \vith 
their record of job placements for the previous 2 years. In the 9:h(l 
Congress of the llrited States. H.R. 11927 was introduced by Con- 
gressman Bell aiul ilongressman IVttis and described as the ' Post- 
secondary Education Consumer Protection Act of 1973." The bill 
states that •'the Nation has suffered sul>stantial losses of human, fi- 
nancial, and educational resources because of the luieihical actions of 
some administrators, teeruiters. and other iiersons associated with 
eligible post secondary educational institutions** (H.R. 11927. p. 2). 
The bill defines postsccondary educational institutions to inchule 

. . . an acadetnic. vcKational. tcthiiical. home studv, b\isincss. professional, 
or other school, college, or universitv. or other orgaiii/ation or p«rson, 
offering instruction or educational services primarily to per!W)ns who have 
completed or terminated their secondary education or who are he\ond the 
age of compulsorN sthool attendance in their respective States. And the 
term 'education* inchides. but is not limited to. anv class, course, or 
program of training, instruction, or study (H.R. 11927. pp. 3»4). 

The Secretary of Health, Education, and Welfare would establish 
an advisory committee on accreditation and institutional < ligibility 
that would be recpiired to coiuliu t a study of all approved accrediting 
associations. Further, the bill would re(}uire each institution to have 
•\ . . a statcnunu in plain, dear, and understaiulable language regard- 
ing the objectives of its program of education or training* (H.R. 
11927. p. 3). It also wouUl recpiire each institution to provide students 
and other interested persons with a catalog or brochure that contains 
information describing at least twenty-two specific items: 

. . . tlie progmms offered, program ohjettives. definiMon of educational 
credentials awarded, length of piogiam. schedule of tuition, fees, and all 
other dhirges and expenses necessuN for completion of the courx* of siud\. 
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laiKfllntion and ivfiiiul poluu's. ant! siuh cithci tnatnial facts (onctMinti^ 
the itistiiution and the pnjgrani or coium* of itisiructicin as an- icasonaliU 
Itki'K to atf<*<t the deciHinn of the Mtuh-iit |o cnioll thc-u in. and that sndi 
infoinuition is provided to prospi iti\f snidrnt.s piior to nnoilrnnii. I liat 
the institution pro\ides stuch*nts and othcj intncstrd pcuons witl» a clis 
cloHUre statcrni'tit of its financial status, hn^^iness rrlations. and otiicr 
ide\ain intormation iegai(liuj» the lairncss. h*j;alit\. and v>l\ru(\ ol its H 
naiuial situation, and that siuh a st.ttcnu'ftt is pi(t\i(h'(i to piosp('(ti\e 
students prior f.) runiUmcnt. That the nhuatiou. uicu.d cliaiatit-i. ctliiial 
pi act ices, and experience qualiliiations oi directors, admin ist rat en h. Miper- 
visors, and instructors arc* .such as ma\ leasonahU insure that the stnch'Uts 
will reccMve fair administrative treatu:cfit and echuation consistetn witli the 
cthjecti\es of tlie coiirst* or program ot stucU. That the institution has 
adecpiate space, equipment, instriutional materials, and fH-rsonuel. where 
appropriate, to provide educaticm of good <pialit\. That the cpialit\ and 
content of each couise or ptogram ol instruction, t mining, or stucU are 
such as :iui\ reasonahU and adecpuitelv acliieve the stated ohjective tor 
which the course or piograui is otferc»d. 'Miat upon siitistacton tcun- 
pletKU of tiainiug. tlie student is given appiopriate educational cre- 
dentials h\ s;iid institution, indicating that said cfUiisi.* or ionises of in- 
struction or studv have lH*en s;itisfac torilv completed h\ said student. 
That accurate auditahle finatuial records accounting ioi leceipt and re- 
fund of gtiaranteed student loan proceeds, and lecords to show attendance, 
progress, or grades are maintained on tlu* premise's: and that s;Hisfactorv 
standards are enforced relating to admissicui. aftendatice. progtess. and 
t)erf<uniance. That the i)«stitutton is maintained and operated in cout* 
pliarue with all pertinent ordinances and laws, including rules attd regu* 
lations adopted pursuant thereto, relative to the siifetv and health of all 
perscuis upcm the prcMuises. That the itistitution is fiuamiallv sound aiul 
capahle of fulfilling its commitments to .students. Th :l neither the in* 
stituticm nor its agents engage in advertising, sales. c \ llecticm. credit, or 
other pnclices c)f anv tvjie which are false, deceptive, misleading, cu un- 
fair. That the institution has a fair and equitahle caiicellatiou and lefiuul 
policv: that all unearned tuition from guaranteed stiidcMtt loan piocc*c*ds 
is returned to the student's account with the leiuler (or other holder of 
the note^: that such refunds be on a tiuielv basis nvithin tliirtv d:i\» of 
the student's last dav of atfemlante): and that failure to c«>mpl\ with these? 
lequirements shall Im* cause to remove the api)ioved ov accredited status 
/ami the institutional eligibi|it\) of such iiistitiition (11. R. I!<)*J7. pp. Ti-ft). 



This bill is quoted ;ii length because of the importance of such a 
change insofar as nu rent accrettitation processes are concerned. The 
t'rflnal Rrfrisfrr would be required to publish a final list of approved 
institutions, including the specific depnrttnents and courses and 
business institutions that have least approval or acc reditation or whose 
applications were nc)t accepted. Finally, the l)ill provides that 

It is the sense of ihe Clongress that tlie si-veial States should enact laws 
f<ir the approval or arc reditatioti of postseccuidau educational institiiticuis 
and auth<iri/Mti<iii to grant deduces. Such laws shcuild estafdish standards 
for apr>roving cmtities that will insnie pioper husiiw^s picHeduic^s within 
the indiistrx and toiild utiVw model xcgislation plans and the wealth of 
recent stiid\ in drafting statute's for this pur|H)se (II.R. 11927. p. 11). 
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Enumeration of the many items that are sjwified in this pro- 
posed bill for inclusion in the catalogs of approved postsecondary 
educational institutions coincides very explicitly with most of the 
current standards required by voluntary regional accrediting associa- 
tions. 

Some iK)stsecondary educational institutions have already made 
steps in this direction. For example, Kast Carolina University in 
1970 published a very significant report entitled, ''Report to the 
StockhoUlers/* In 1973-1974 Northern Michigan University published 
the President's Report to Shareholders in Northern Michigan Uni- 
versity and defined tlie shareholders as ''taxpayers, students, parents, 
faculty and staff (p. 1). President Jamrich stated that this report 

. . is an accounting of some of our major efforts and events of the 
past two years . . (President's Report to Shareholders. . . 1973. p. 1). 

Another illustration comes from lirigham Young University that 
during 1973-1974 develoi>ed an Agenda for College Audits which was 
carried out with meticulous detail and included special reports for 
each of the separate colleges, schools, and departments for the past 
2 to 4 years (Special materials from the academic vice president of 
Brigham Young University). A final illustration is from the state of 
Washington where the Legislative Budget Committee instructed the 
Legislative Auditor to conduct a performance audit of the Washington 
State Conununity College System, with particular attention to the 
Cost Mmlel problem and Projection Methodology. Tlie memo from 
the Legislative Budget Committee, dated November 19, 1973, pro- 
vided this description of the nature of a performance audit: 

A 'management' or a 'performance* audit Is essentially a systematic and 
objective appraisal of the quality of management, directed toward de- 
terniining whether an agency (postsccondaiv edticati(mal state institution) 
has discharged and is discharging its rcspojisibilities to faithfully, efficiently 
and effectiveU administer hs designated state piograms. The final project 
of the audit is an evaluation and report to the Legislature (oncerning the 
discharge of responsibilities. Faithfulness refers to whether the pi-ograms 
havr iK'cn administered in accordance witli proMiises made to the l egis- 
lature and the expression of legislative will Hegislative intent). Effective- 
ness refers to whether planned program ohjettivcs are being adiieved and 
efficiencv refers to whether program a<co!ni)lishnients aie Inung achieved 
through utilizing the least cosih combination of resi)ut(es and with a 
minimum of waste (Ha/zard, Novenifier 1973). 

These background data suggest that institutional evaluative auditing 
in postsecondary educational institutions is upon us. It could be car- 
ried out in at least three ways: 

1. By adapting the methods of evaluation and the rciK>rting sys- 
tems used by regional accrediting associations; 
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2. By state agencies operating in a fashion similar to the illustration 
from tlie State of Washington <}uote<l above: 

3. By federal agencies following the pattern wliich is implicit in 
H.R. 11927. 

It appears to tlic authors that a system of institutional evaluative 
auditing developed by the regional accrediting commissions is the 
preferred system of the three suggested. In pursuing tin's alternative, 
it is essential that s;me serious modifications be developed in a 
number of aspects of the voluntary accreditation system. 

1. A short-form and a long-form report similar to that described for 
use in business auditing appears to l)e necessary. The short-form report 
should be developed for inclusion in all catalogs and major brochures 
published by postsecondary educational institutions for their various 
constituencies. 

2. The regional accrediting commissions need to be expanded so 
that their research staff and the research staff of the Federation of 
Regional Accrediting Commissions of Higher Education can be work- 
ing continually on the revision and adaptation of accrediting stand- 
ards and procedures used in the institutional educational auditing 
process. 

3. The regional commissions should develoi) teams of expert edu- 
cational auditors. If the experience of business auditing holds for edu- 
cation, it will become necessary to develop fulltime professionals who 
can perform tins service on a regular basis and with apj)ropriate com- 
pensation. Unless the regional accrediting associations do this, some 
existing profitmaking auditing firms (sucli as the Big 8 accounting 
firms at the present time) may move into the institutional auditing 
and accrediting process. 

4. Programs of institutional self study, based on regular analysis of 
institutional efforts to achieve their stated objectives, should be carried 
on continuously. Within each institution skilled educators need to 
monitor and implement this process on a continuing basis. They 
should be just as skilled in auditing and evaluative standards and 
procedures as t!ie persons sent out on institutional evaluative auditing 
teams by the regional accrediting commissions. 

If these four steps are accepted and put into practice by post- 
se(<)ndary educatitmal institutions, the likelihood of federalized con- 
trol of accreditation — and tlie resulting bureaucratization and politic!- 
/ation of the postsecondary educational institutions — may I)e avoided 
to the idtimate benefit of students, institutions, and society as a 
whole. 
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